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Annual Report of President to Stockholders 

Vf> 


The report of the operations of your company and its subsidiaries for the year 1941, including Consoli¬ 
dated Balance Sheet, Profit and Loss Account, and Surplus Accounts, is submitted herewith: 


Sales and Profits 

Net sales in 1941 amounted to $475,124,885.09, an increase of $75,802,762.94, or 18.98%, as compared 
with 1940. 

The consolidated net income for the year 1941 after income and excess profits taxes, interest charges, 
and adequate depreciation, but before preferred dividends, amounted to $5,086,060.42, as compared with 
$4,786,651.92 in 1940. Regular preferred dividends amounting to $978,827.85, were paid during the year. 
Dividend requirements on the average amount of preferred stock outstanding during the year were earned 5.15 
times. After deducting regular preferred dividends in the amount of $978,827.85, the earnings of the company 
applicable to common stock were $4,057,282.57, or at the rate of $4.91 per share on 826.096 shares, the 
average number of common shares outstanding during the year. 

The operations of the Canadian subsidiaries have been included in the Consolidated Balance Sheet and 
Profit and Loss Account on the basis of the controlled exchange rate (90.09) for Canadian dollars in terms of 
United States dollars which prevailed throughout the year with the exception of depreciation, which was 
based on the valuations of the fixed assets as included in the Consolidated Balance Sheet. 


Acquisitions 

On August 20, 1941, Daniel Reeves, Inc., which at the time of the merger operated 498 retail grocery 
stores, 123 of which included meat markets, and 8 warehouses in New York City and vicinity, was merged 
into your company. This merger had been approved by the stockholders of the company on August 19, 1941. 
As a result of this merger, the outstanding capital stock of your company was increased by 12.181 shares 
of 5% Cumulative Preferred Stock and by 42,000 shares of Common Stock. 

Effective October 6, 1941, your company acquired for cash the assets and business of National Grocery 
Company, which at the time of acquisition, o|>erated 84 retail self-service grocery stores in New Jersey and 
New’ \ork, 47 of which included meat markets, and a bakery and warehouse in Jersey City, New Jersey. 
National Grocery Company also operated a number of small service stores which were closed immediately 
upon acquisition. 


Operations 

The merger with Daniel Reeves, Inc., and the acquisition of the assets and business of National Grocery 
Company, added 582 stores and 170 markets to the operations of your company. In addition to the stores 
so acquired, 388 stores and 398 meat markets were added in the territory in which your company and its 
subsidiaries operate. Automobile parking facilities have been provided for customers immediately adjacent 
to practically all of the 388 stores added during the year. A total of 545 stores (exclusive of the small 
service stores of National Grocery Company closed at the time of acquisition) were closed, in which were 
located 445 meat markets, which were of necessity also closed. In accordance with the company’s policy, the 
expense of closing all stores vacated, with the exception of the small service stores closed at the time of the 
acquisition of the National Grocery Company business, was charged against current earnings, and all fixtures 
transferred from closed stores, were carried forward at the current value of usable or salable fixtures, or the 
depreciated book value, whichever was less. Leasehold improvements on these closed stores were charred off 
against current earnings. Such improvements on continuing stores are being charged off on an amortized basis. 

During the year 1941, your company ami its subsidiaries continued their program of purchasing carefully 
selected properties, erecting store buildings thereon, and subsequently selling the improved proj>erty to 
investors, from whom the subsidiaries took leases. 1 his method serves the dual purpose of securing proper 


locations and of limiting the permanent investment in real estate. Due to the war, the purchasing of addi¬ 
tional properties has been for the most part discontinued. A number of plant and warehouse properties were 
also sold to investors and leases taken back thereon. 

The remaining wholesale grocery operations of subsidiaries in the United States were discontinued during 
the year 1941 and those warehouses and facilities used in connection with such operations which were not sold 
to third parties, were taken over by retail subsidiaries. Simplification of the corporate structure of your 
company and its subsidiaries was continued and three minor Canadian subsidiaries became inactive and are 
now in process of dissolution. 

The annual sales and the average number of stores and meat markets in operation during the past 
five years are shown below: 


Years 


Sales 

Grocery Stores 

Meat Markets 
Located in 
Grocery Stores 

1937 


$381,868,220 

3,327 

2,670 

1938 


368,254,991 

3,227 

2,710 

1939 


385,882,083 

2,967 

2,643 

1940 


399,322.122 

2,671 

2,508 

1941 


475,124,885 

2,660 

2,472 


As at December 31, 1941, 2,948 stores, in which were located 2,544 meat markets, were in operation. . 

In addition to the retail markets mentioned above, your company and its subsidiaries also operated 52 
principal warehouses, 19 bakeries, 7 creameries, 7 coffee roasting plants, 3 meat distributing plants, 4 dressings 
plants, an evaporated milk plant, a candy factory, a jam and jelly plant, a fruit and vegetable cannery and 
a number of smaller warehouses. 


Financial Position 

The total net worth of the company and its subsidiaries, as at December 31, 1941, according to the 
attached Consolidated Balance Sheet, was $60,007,566.90. The total current assets at the end of 1941. 
amounted to $66,467,600.54, while total liabilities, including debentures and term bank loans, amounted to 
$40,154,178.16, or an excess of current assets over all liabilities of $26,313,422.38. Current bank loans out¬ 
standing at December 31, 1941. amounted to $1,581,080.00. The ratio of current assets to current liabilities 
(as stated in the Consolidated Balance Sheet) was 3.16 to 1. The current and working assets and current 
liabilities of the subsidiaries in Canada, are included in the Consolidated Balance Sheet at 90.09 cents United 
States to the Canadian dollar (the official selling rate of exchange): fixed assets are included at the rates 
of exchange prevailing when such assets were acquired or constructed. 

On August 8, 1941, the company issued $14,000,000.00 Twenty-Year 3 1 / 4% Sinking Fund Debentures 
due August 1, 1961. The first sinking fund payment on these debentures in the amount of $896,000.00, 
becomes due in 1949. The payments increase yearly thereafter, the final payment in 1961 being in the amount 
of $1,260,000.00. On August 8, 1941, the company obtained term bank loans in the principal amount of 
$6,000,000.00 evidenced by serial notes l)earing interest at the rate of 2% per annum, payable in the principal 
amounts of $850,000.00 during each of the years 1942 to 1947, inclusive, and in the principal amount of 
$900,000.00 in the year 1948. The proceeds of these del>entures and term bank loans were used by the com¬ 
pany to pay off in full, term bank loans then outstanding aggregating $12,678,000.00 principal amount, with 
the balance being applied toward the payment of outstanding current bank loans. 

To replace the funds used, for the purchase of the assets and business of National Grocery Company, 
your company arranged for the public offering and sale in October, 1941, of 27,000 shares of 5% Cumulative 
Preferred Stock, for which it received $106.00 per share. The price of this stock to the public was $109.00 
per share. 

The capital and surplus of the company, the book values per share of the preferred and common stocks, 
and the dividends and earnings per share of the common stock for the past five years are indicated below. 
The book value of the common stock is computed without deducting the premium of $10.00 per share to 
which the preferred stock is entitled upon voluntary or involuntary liquidation. The number of shares out¬ 
standing at the end of each year is used in determining book values and the average number of shares 
outstanding during the year in computing earnings: 



Capital 

Net Assets 

Rook Value 

Dividends Paid 

Net Earnings 


and 

Per Share of 

Per Share of 

Per Share on 

Per Share on 


Surplus 

Preferred Stock 

Common Stock 

Common Stock 

Common Stock 

1937 

$47,334,239 

298 

39.49 

*2.50 

2.62 

1938 

48,407,475 

314 

41.53 

2.00 

4.02 

1939 

51,075,334 

308 

42,79 

*4.50 

6.61 

1940 

53,286,166 

287 

43.13 

3.50 

4.76 

1941 

60,007,566 

270 

44.61 

3.50 

4.91 


*Paid in part in five percent preferred stock. 


Special Chain Store Taxes 

One new chain store tax law was enacted during 1941 in the territory in which your company operates. 
This law, enacted by the legislature of the State of Utah, where the company operates 43 stores, was, 
however, qualified for referendum by a petition containing the certified signatures of 54.263 Utah voters 
and will be voted upon by the people of Utah at the general election November 3, 1942. The law will not 
become effective unless and until it is approved by the people at such election. The Utah Chain Store Tax 
Law is particularly severe because in addition to a graduated tax on all existing stores, it contains a so-called 
freezing clause which multiplies the unit tax by ten for each new store or relocated store. The only other 
chain store tax law enacted during 1941 in the United States, was in Florida, where a previous law was 
revised and in some respects modified. 

Special chain store tax laws are now in effect in 19 states in the United States, in 7 of which states 
your company operates stores. These 7 states are Colorado, Idaho, Iowa, Maryland, Montana, South Dakota 
and Texas. The aggregate cost of all chain store taxes to your company during 1941 was approximately 
$160,000.00. 

On January 3, 1941, Congressman Wright Patman of Texas introduced in Congress a new national 
chain store tax bill, again titled H.R. 1. The original H R. 1 was rejected by a committee of the House of 
Representatives in 1940. The new bill is still pending, but has remained dormant since its introduction. The 
basis of taxation proposed in this bill would impose on your company a discriminatory tax of approximately 
$8,500,000.00 in the third year after the date of enactment, and in addition, would add very substantial taxes 
in the event new stores are opened. 


Miscellaneous Activities 

Your company, realizing the importance of proper nutrition during the war, has prepared a nutrition 
course for its customers and those of its subsidiaries. A summary of this course is being mailed to all stock¬ 
holders with this Annual Report. 

Defense Savings Stamps are being sold to customers in all stores operated by your company and its 
subsidiaries in the United States and in January, 1942, a voluntary plan for payroll deductions for the 
purchase of Defense Bonds by employees of your company and its subsidiaries, was placed in effect. 

Your company and its subsidiaries have cooperated with administration of the Federal Food Stamp 
Plan since its inception. The plan is now in effect in a substantial part of the territory served by your 
organization. 


Personnel 

The resignation of Mr. M. B. Skaggs on June 5, 1941, from the office of Chairman of the Board and as 
a Director of your company, is announced with deep regret. Mr. Skaggs, who founded the company, retired 
in order to devote his entire time to personal affairs. The resulting vacancy on the Board of Directors was 
filled by the election of W. L. Harrison, who has t>een with the company for many years, and who at present 
is in direct charge of the procurement of fresh fruits and vegetables. The office of Chairman of the Board 
was left vacant after Mr. Skaggs’ resignation. 

Excluding the stores acquired from Daniel Reeves, Inc., and the National Grocery Company, the 
number of units in operation has again been substantially reduced, but the total sales volume, excluding that 
of the stores acquired through the merger with Daniel Reeves, Inc., and from National Grocery Company, has 
increased. No decrease in employees, who now number approximately 23,500, was caused by the reduction 
in units. 

Effective January 1 , 1942, an improved method of remunerating district managers, supervisors and 
store managers, based on sales and profits, has been placed in effect. No change has been made in the 
company’s employment policies with respect to Union affiliations. 

Over 90% of all employees are members of the Safeway Employees* Association, which was organized 
nine years ago. One of the benefits incident to membership in this Association, is a group insurance plan, the 
cost of which is borne by the participating members and your company and its subsidiaries. The total group 
insurance in force now aggregates approximately $57,400,000.00. In 1941 a Hospital Indemnity and Surgical 
Reimbursement Insurance plan was placed in effect which is available to all members of the Association. 
The plan provides for daily benefits during hospitalization, payment of miscellaneous hospital expenses and 
the payment of surgical fee benefits. The cost of this insurance is borne by the participating members and 
your company and its subsidiaries. 

Appreciation and acknowledgment are extended to all employees in our organization for their loyal 
cooperation and their contributions to the company’s progress. 


L. A. WARREN, President. 


SAFEWAY STORES, INCORPORATED (a Maryland Corporation) AND SUBSIDIARIES 
Consolidated Balance Sheet as of December 31, 1941 


Current Assets: ASSETS 

Cash in 3anks and on Hand. $ 11,688,473.50 

Account. Receivable—Trade, less Reserve $77,896.23. 1,441,414.68 

Government Accounts Receivable and State, County and 

Municipal Warrants. 876,110.46 

Accounts Receivable for Sale of Properties occupied by Company. 2,237,552.77 

Sundry Accounts Receivable. 423,374.73 

Merchandise Inventories (Note 2). 49,800,674.40 


Total Current Assets. 

Prepaid Expenses: 

Taxes, Licenses and Rents..$ 325,395.58 

Insurance .... 192,601.82 

Miscellaneous Supplies, etc. 386,925.84 


Investments and Advances: 

Security Investments—at Cost, less Reserve $128,000.00. 251,078.31 

Other Investments and Advances. 201,690,77 


Fixed Assets — at Cost: 

Land . 5,709,666.19 

BgHditigs . 11,399,979.82 

Leasehold Improvements. 1,208,379.49 

Store, Warehou>e and Plant Fixtures and Equipment. 29,148,545.79 

Automotive Equipment.*. 4,040,686.87 


51,507,258.16 

Less Reserve for Depreciation.... 19,894,414.83 


Debt Discount, Redemption Premium and Expen! 

Balance Dnamortized (Note 3).. 


66,467,600.54 

904,923.24 

452,769.08 


31,612,843.33 

723,608.87 


Total . $100,161,745.06 


Current Liabilities: LIABILITIES 

Notes Payable—Banks... $ 1,581,080.00 

Notes Payable to Banks—Series due August 1, 1942. 850,000.00 

Accounts Payable... 11,034,681.66 

State Sales Taxes...... 599,005.74 

Accrued Expenses.... 2,900,075.33 

Dividend Payable.~.. 277,582.50 

Provision for Federal and Canadian Income Taxes. 3,761,752.93 


Total Current Liabilities. 

Notes Payable to Banks—Due 1943 to 1948...... 

Twenty-Year, 3 Vi % Sinking Fund Debentures—Due 1961.... 

Capital and Surplus: 

? c /r Preferred Cumulative Stock. Par Value $100.00 per share (Note 4): 

Authorized—296,200 shares: 

Issued—222.581 shares.$22,258,100.00 

Common Stock, without Par Value: 

Authorized—1.500.000 shares: 

Issued—848,624 shares (Note 5). 9.942,648.13 

Paid-in Surplus.. 12,736,011.74 

Earned Surplus ( Note 6). 15,218,252.02 

60.155,011.89 

Less, 535.4 shares 5% Preferred and 1,731.8 shares Common Stock in 
Treasurv—at Cost. 147,444,99 


21,004,178.16 

5.150,000.00 

14,000,000.00 


60.007,566.90 


Contingent Liabilities (Note 7)..—-- 

Total . $100.161,745.06 

Note 1—The Current and Working Assets, Current Liabilities and Operations of the Subsidiaries in Canada (in which country ex¬ 
change restrictions are in effect) are included in the accompanying financial statements at 90.09 cents U. S. to the Canadian 
dollar (the official selling rate of exchange) ; Fixed Assets and Depreciation are included at rates of exchange prevailing when 
such assets were acquired or constructed. On the foregoing basis, the net equity of the Parent Company in these Subsidiaries 
at December 31, 1941, amounted to $11,344,370.92 consisting of Current and Working Assets $6,675,016.96, and Fixed Assets, 
$4,669,353.96. The undistributed profits of the Canadian Subsidiaries since acquisition included in the Earned Surplus 
amounted to $1,045,260.51. The net income of the Canadian Subsidiaries for 1941 was $16,604.79 (Canadian) after de¬ 
ducting $266,119.31 loss on land and buildings. 

Kote 2—The inventories were valued at the lower of cost or market, cost being determined on the first-in, first-out basis and market 
on the basis of replacement market. 

Note 3—Debt Discount, Premium and Expenses of former Debenture and Note issues, refunded from the proceeds of the present De¬ 
bentures, are being amortized over the life of the former Note issue. Expenses of the Debenture and Note issues now out¬ 
standing are being amortized over the life of these issues. 

Note 4—The Cumulative Preferred Stock is redeemable on call and on voluntary or involuntary liquidation at a premium of $10.00 
per share over par value, an aggregate premium of $2,220,456.00 on Preferred Stock outstanding, less in Treasury. 

Note 5—After deducting 13,360 shares held in Treasury of which 10,000 shares are reserved to cover non-assignable options to the 
President of the Company exercisable until January 15. 1947, at $40.00 per share. 

Note 6—Under the terms of the Debenture and Note Issues now outstanding, dividends on the Preferred and Common stocks cannot 
be paid (1) if such payment would reduce the Consolidated Net Current Assets below $30,000,000.00 in case of dividends on 
the Preferred Stock, or $35,000,000.00 in case of dividends on the Common Stock, nor (2) if the dividends paid on all shares 
of stock, plus amounts for the purchase or redemption of stock, since December 31, 1940, exceed the net cash received 
from the sale of stock, plus the Consolidated Net Income, since December 31. 1940 (a margin of $3,000,000.00 in this re¬ 
quirement is permitted in the case of the Preferred Stock), and (3) no dividends shall be paid on the Common Stock if such 
payment would reduce the Consolidated Current Assets below two and one-half times the Consolidated Current Liabilities. 

Note 7—Subsidiaries of the Company are contingently liable for $328,477.50 in respect of guarantees of mortgages on store build¬ 
ings erected and sold. Federal and Canadian Income Tax Returns for the years 1938 to 1940 are subject to final review. 
Lawsuits incidental to the Companies’ operations are reasonably covered by insurance. Contracts in process for construction 
of plants and retail store buildings at December 31, 1941. not included in the foregoing statement, amount to $2,509,820.94. 






















































SAFEWAY STORES, INCORPORATED (a Maryland Corporation) AND SUBSIDIARIES 


Consolidated Profit and Loss Account for the Year Ended December 31, 1941 


Sales (Net) ..-...-. 

Cost of Sales. 

Operating and Administration Expenses.$77,858,649.21 

Provision for Depreciation.... 3,732,763,36 

Net Operating Profit.... 

Other Income. 


Income Deductions: 

Debt Interest, Discount and Expense.. 

Loss on Property, Plant and Equipment. 

Provision for estimated Loss on Investments. 
Other Income Deductions. 


737,747.03 

776,841.31 

134,284.34 

45,617,63 


Provision for Federal and Canadian Income 'Faxes (including 

$614,000.00 Federal Excess Profits Tax). 


$475,124,885.09 

383,269,231.24 

91,855,653.85 


81,591,412.57 


10,264,241.28 

28,348.11 


10,292,589.39 


1,694,490.31 
8,598,099.08 
3,562,038.66 
$ 5,036,060.42 


Earned Surplus Account for the Year Ended December 31, 1941 


Balance as of December 31, 1940. 

Add Net Income for year ended December 31, 1941 


Deduct Cash Dividends: 

Preferred Stock—$5.00 per share.-.$ 978,827.85 

Common Stock—$3.50 per share. 2,901,673.56 


Balance as of December 31, 1941 


$ 14,062,693.01 
5,036,060.42 

19,098,753.43 

3,880,501.41 

$15,218,252.02 


Paid-In Surplus Account for the Year Ended December 31, 1941 


Balance as of December 31. 1940. 


Add: 

Excess of amount of Net Assets of Daniel Reeves, Inc. over par and staled 


value of Preferred and Common Stocks issued therefor.$ 1,699,720.61 

Premium on issue of 27,000 shares of 5% Preferred Stock. 1624)004)0 


Deduct: 

Premium on 5 % Preferred Stock retired. 23,155.20 

Expenses in connection with issue of 27,000 shares of 
5% Preferred Stock... 40,745.78 


Balance as of December 31, 1941 


$ 10,938,192.11 


1,861,720,61 

12,799,912.72 

63,900.98 
$ 12,736,011.74 


ACCOUNTANTS* REPORT 

To the Board of Directors, 

Safeway Stores, Incorporated: 

We have examined the Consolidated Balance Sheet of Safeway Stores. Incorporated (a Maryland Corporation) and Subsidiary 
Companies as of December 31, 1941, and the statements of Consolidated Profit and Loss and Surplus for the year then ended, have 
reviewed the system of internal control and the accounting procedures of the Companies and, without making a detailed audit of the 
transactions, have examined or tested accounting records and other supporting evidence, by methods and to the extent we deemed 
appropriate. Our examination was made in accordance with generally accepted auditing standards applicable in the circumstances 
and included all procedures which we considered necessary. 

In our opinion, the accompanying Consolidated Balance Sheet and related statements of Consolidated Profit and Loss and 
Surplus present fairly the position of Safeway Stores, Incorporated, and Subsidiary Companies at December 31, 1941, and the re¬ 
sults of their operations for the year, in conformity with generally accepted accounting principles applied on a basis consistent with 
that of the preceding year. 

PEAT. MARWICK, MITCHELL & CO. 

San Francisco, C alifornia, 

March 7. 1942. 
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